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1 INTERNAL REPORTS CHECKED: Discldsure Reperts 
2 
3 FEDERAL AGENCIES CHECKED: Ndne 
4 
5 L INTRODUCTION 

6 Gldria Negrete McLecd was a Califdmia state senatdr and 2012 candidate fbr the 

7 Cdngressidnal seat in Califdmia*s newly created 35**' Cdngressidnal district.' McLecd was alsd 

8 repcrtedly cdnsidering a run in the 2014 electicn fdr San Bemardind County Supervisdr. 
Nl 
^ 9 McLeod has an authdrized cdmmittee in cdrmectidn with the elections for each of these offices.̂  
O 
ST 
hfl 10 The Cdmplaint alleges that McLedd and her three campaign cdmmittees violated the 
Nl 

^ 11 Federal Electidn Campaign Act df 1971, as amended (the "Act"), and Cdmmissidn regulatidns 

O 
it) 12 when the State and Supervisdr Cdmmittees used ndn-federal funds to pay for pdlling and survey 
H 

13 research that benefitted the Federal Cdmmittee. The Cdmplaint alsd alleges that the Federal, 

14 Cdmmittee vidlated the Act by: (1) accepting an excessive cdntributidn frpm the Idbbying firm 

15 df Lang, Hansen, O'Malley & Miller ("LHOM"); (2) failing td include a required disclaimer in a 

16 fundraising sdlicitatidn; (3) faiUng td use "best efforts" td cdllect required. Cdntributdr 

17 informatidn in its fundraising solicitatidn; and (4) sdliciting non-federal funds frdm state and 

18 Ideal PACs for the benefit of the Federal Committee. Finally, the Complaint alleges that 

19 McLeod and the State Committee disbursed ncn-federal funds td state and Ideal candidates and 

20 Cdmmittees after McLecd became a federal candidate. 

' The new 3Sth congressional district was created by the Califomia Citizens Redistricting Commission, 
based on the 2010 Census, and approved on August 15,2011. The new district became effective June 2012, and is 
largely within McLeod's state senate district. Resp. at 5. 

^ Gloria Negrete McLeod for Senate 2010 is McLeod's Califomia state senate reelection campaign 
committee (the **State Committee"); Gloria Negrete McLeod for Congress and Gilbert McLeoci in his official 
capacity as treasurer is McLeod's principal,campaign conmiittee for the 2012 congressional race (thei"Federal 
Committee"); and Gloria Negrete McLeod Supervisor 2014 is her county supervisor comminee (the "Supervisor 
Committee"). McLeod won her congressional election, 
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1 McLeod and the Ccmmittees submitted a jdint response td the Complairit (the 

2 "Respdnse").̂  With regard td the pdlling, Respdndents ccncede that one df the purpdses df the 

3 pdlling was "td help [McLecd] make the impcrtant decision abdut whether td seek the dffiee df 

4 Cdunty Supervisdr dr member df the Hduse ef Representatives." Resp. at 5. ThereforCj 

5 Respdndents ccncede, cdsts df ccnducting the poll shculd have beeri allbcated amcng the 

6 Supervisdr, State, and Federal Cdmmittees. Resp. at 5-6. Based dn this cdncessidn, we 

P 7 recommend the Commission find reason to believe that McLeod and the Federal, State, and 
ST 

Nl 8 Supervisdr Committees each vidlated 2 U.S.C § 441i(e)(l)(A) and 11 CF.R. § 110.3(d) in 
Nl 

^ 9 cdmiectidn with the driginal payments fdr the pdlling; and tiiat tiie Federal Cdmmittee vidlated 
O 

Nl 10 2 U.S.C. § 434(b) and 11 C.F.R. § 100.72(a) by failing td repdrt the payments as an in-kind 

11 Cdntribution. We also recommend that the Commission enter into pre-probable cause 

12 conciliation with McLeod and the Federal, State, and Supervisor Committees to settle these 

13 vidlatidns. 

14 As td dther allegatidns, we reccmmend either that the Cdmmissidn find nd reasdn td 

15 believe that a vidlatidn decurred or dismiss the allegatidns, 

16 n. FACTUAL AND LEGAL ANALYSIS 
17 A. Use of Non-Federal Funds for Federal Expenditures 

18 In July and August 2011, McLecd ccmmissidned pdlling and survey research of an area 

19 that included her state senate district, as well as her pdtential cdrigressidnal and ccunty 

20 supervisdr districts. Resp. at 5. The tdtal cdst df the pdlling and survey research was $30,120, 

21 which was divided evenly between the State and Supervispr Cdmmittees. See Cdmpl. at Ex. 3 

22 and 4. At the time df the pdlling, McLedd had ndt yet declared her candidacy fcr the 35th 

' LHOM submitted a separate response solely on the allegation that it made an excessive contribution to the 
Federal Committee ("LHOM Response"). 
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1 Cdngressidnal seat - she did sd dn September 6,2011 - and had ridt yet established the Federal 

2 Cdmmittee. Resp. at 4, fh. 3. The Cdmplaint alleges tiiat tiie facts "strongly suggestQ" that the 

3 pdlling expenses wei'e unrelated tb McLcdd's state campaigri actiyities and were used in 

4 Cdrmectidn with her campaign for federal dffice, in vidlation df 11 C.F.R. § 110.3(d). Cdmpl. at 

5 4. 

6 The Act prchibits federal candidates, candidates* agents, and entities that they establish, 

7 finance, maintain, cr ccntrdl frdm soliciting, receiving, directing, transferring, or spending funds 

8 in connection with a federal election, unless those funds are subject to the limitations, 

9 prohibitions, and reporting requirements of the Act. 2 U.S.C. § 44li(e)(l)(A). Further, 

10 Commission regulations prohibit transfers of funds or assets from candidates' campaign 

11 committees or accounts for non̂ federal elections to their principal campaign committees or other 

12 authorized committees for federal electibns. 11 C.F.R. § 110.3(d); see also Explaiiation and 

13 Justification, 57 Fed, Reg, 36,344 (Aug. 12,1992). 

14 Funds received, and disbursements made, sclely for the purpdse df testing the waters td 

15 determine whether an individual should becdriie a candidate - for example, payrnerits fer pdlling, 

16 telephdne calls, and travel - are not cdnsidered "cdntributidns" and "expenditures" within the 

17 meaning df the Act. 11 CF.R. §§ 100.72(a), 100.131(a). Ncnetiieless, enly fiinds tiiat ccmply 

18 with the Act's cdntribution limits and sdurce requirements may be used fdr testing the waters 

19 activities. Id. An individual becdmes a candidate for federal dffice when his cr her campaign 

20 either receives $5,000 in cdntributidns dr makes dver $5,000 in expenditures. 2 U.S.C. 

21 § 431 (2)(A). Mdney raised and spent sdlely td "test the waters" ddes ridt cciint tdwacd tiiis 

22 $5,000 threshdld until the individual makes the decisidn td run for federal ofHce or conducts 

23 activities that indicate he or she has decided to become a candidate. 11 CF.R. §§ 100.72(a), 
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1 100.131 (a). At that point, funds already raised and spent to "test the waters" are considered 

2 contributions and expenditures and are subject to fhe reporting requirements of the Act. Id. 

3 Such Cdntributidns and expenditures must be repdrted with the fitst repdrt filed by the 

4 candidate's principal campaigri cdinmittee. Id., see also 2 U.S.C. § 434:(b). 

5 In past matters, the Cdmmissidn has determined that state and federal ccmmittees must 

6 share the costs df pdlls that include questidns aimed at benefitting a federal candidacy. Fcr 
CO 
^ 7 example, in MUR 5480 (Liane Levetan for Congress), a poll conducted by a federal candidate's 
ST . . 
Nl 8 state committee violated 2 U.S.C. § 441i(e) and 11 C.F.R. 110.3(d) because it asked questidns 
Nl 

^ 9 about the candidate that tiie federal ccmmittee admitted were aimed at benefitting the federal 

Q 

Nl 10 candidacy. Although the federal ccmmittee later reimbiu'sed the state: campaign for cnê half of 

11 the pdll's cost, the Cdmmissidn foimd that the transfer ndnetheless was unlawful because the 

12 federal cdmmittee did ndt pay fdr dne-half df the pdll at the tiriie it was conducted and did net 

13 repdrt an in-kind contribution frorii fhe state campaign.̂  

14 In this matter. Respondents state that "the purpose of the poll was two-fold: td assist 

15 [State] Senatdr McLedd in identifying issues df impdrtance to her [State] Senate district 

16 Cdnstituents, arid td help her make the impdrtant decisidn abdut whether td seek the dffice df 

17 Cdunty Supervisdr dr member of the House of Representatives." Resp. at 5. Respondents 

18 ccncede that "the pcrtion df the pdlling devdted to testing the waters for the Congressional race 

19 shduld ndt have been paid by the [State] Senate and supervisorial committees, and instead should 

^ The Commission has not pursued allegations where the respondents have demonstrated that the polling by a 
candidate for federal and state office was conducted only to benefit the state campaign. See MUR 5426 (Date 
Schultz) (expenditures by state committee for state party to re-analyze polling data fVom an earlier state office race 
were not inr.kind contributions to candidate's federal race); MUR S76.1 (Patricia Madrid) (disbursements made in 
connection with a state committee's poll that appeared to compare candidate to other potential candidates for vaiiious 
statewide offices were not in-kind contributions to federal committee).. 
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1 have beeri paid by sources permissible under the testing-the-waters provision and later attributed 

2 to the Cdngressidnal cdmmittee if and when it was created." Resp. at 6. 

3 In April 2012, Respdndents reviewed the ccnterit and scdpe df the pdll and determined 

4 that the pdrtidn that was reasdnably related td the Cdngressidnal race was apprdximately 54.5%. 

5 Id. Based dn that determination, Respdndents assert that the pdrtidn df the pdlling and survey 

6 research cdsts that shduld have been attributed td the Federal Cdriamittee was $16,429.09, arid 

^ 7 accordirigly, the Federal Committee remitted checks tc the State and Supervisdr Cdmmittees in 

ir\ 8 tiie amdunts df$8,214.55 and $8,214.54, respectively. Resp. at Ex. C. 
Nl 
^ 9 Because the pdlling was admittedly related, at least iri part, to McLcdd's pdtential federal 
© . . . . . . 

10 candidacy, it was required tc be paid fdr with funds that cdmply witii the Act's contributidri 

11 limits and sdurce requirements. And, cnce McLeod became a congressional candidate, the 

12 payments by State and Supervisor Committees in connectiori with the polling became 

13 impermissible in-kind contributions td the Federg:i Cdmmittee.* 11 C.F.R. §§ 100.72(a), 

14 100.131 (a). Therefore, we recdmmend the Conunission find reasdri td believe that McLecd, and 

15 the Federal, State, and Superviscr Cdmmittees each vidlated 2 U.S.C § 441 i(e)(l)(A) and 

16 11 CF.R, § 110.3(d). We further reccmmend that the Commissidn find reason tp believe that 

17 tiie Federal Committee violated 2 U.S.C. § 434(b) and 11 C.F.R. § 100.72(a) by failirig to report 

18 the in-kirid contributions. 

^ In their response, Respondents contend that the Complaint is "incorrect :in allegiiig that the non-existent 
federal cbmmittee received in-kind contributions from the Sisnate andjSupewisor committ̂ ^̂  and explain that "it 
was not the intention of either nonrfederal committee to make a prohibited contribution." Resp. at 6. Respondents 
assert that they had the poll questions reviewed by counsel and were ^Vised to .allocate the costs of the polling 
between the State and Supervisor Committees.; counsel purportedly did nbt raise .the.:issue.of whether the'poll 
benefitted McLeod's potential federal candidacy, Id. at 5. Respondents argue that th& îlure to allocate costs to the 
Federal Committee occurred because "there was a misunderstanding on the part of respondents about how <fhe costs 
should be paid in reliance on the advice of counsel." Id. A substantiated claim of reliance on counsel may mitigate 
a civil penalty, but does not absolve liability. See FEC v. Friends of JarieHarmon, 59 F. Supp. 2d 1.046, 1058 (CD. 
Cal. 1999). 
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1 B. Excessive Contribution 

2 The Federal Committee's 2011 Year End Report disclosed the receipt of an $8,000 

3 contribution from the partnership of Langj Hansen, O'Malley & Miller dn December 23̂  2011. 

4 Based cn the discldsure repdrt, the Coniplaint alleges that LHOM made, arid the Federal 

5 Cdmmittee received, an excessive ccntributidn. Cdmpl. at 1-2. 

6 The Act prcvides that contributidns by any person td a federal candidate may net exceed 

7 tiie Cdntributidn limit, which, iri 2011 ̂  12 was $2,500 per eleptidri cycle. 2 U.S.C § 441a(a)(l:); 

8 11 C.F.R. § 110.1(b). The Act's regulatidns hdld a ccmmittee's treasurer respdrisible fer 

9 examining all ccntributions received by the committee and makirig "best efforts" td ensure such 

10 Cdntributidns cdmply with the Act. 11 CF.R. § 103.3(b). Ifthe treasurer determines lhat a 

11 Cdntributidn exceeds the ccntributidn limitatidns, the ccmmittee has 60 days td refund the 

12 excessive contributidn, dr dbtain a written redesignatidri dr reattribution df the excessive pdrtidn. 

13 11 CF.R. § 103.3(b)(3). A ccntributidn by a pattnership riiust be attributed td the partnership 

14 and td each applicable partner and must net exceed the limitatidns dn ccntributions. 11 CF.R. 

15 § UO.l(e). 

16 The Federal Committee acknowledges that it received an $8,000 contribution frorn 

17 LHOM. As required, hdwever, the Federal Cdmmittee ccntacted LHOM regarding tiie 

18 contributidn and arranged to refund $6,000 df the ccntributidn, with the remaining $2,000 

19 attributed individually td each cf LMOH's fdur partners equally, resulting in a per partner 

20 Cdntribution of $500.̂  Resp. at 2; LHOM Resp. at2 (Mar. 15,2012). On February21,2012, as 

21 the Act requires, exactly 60 days after receiving the initial contribution, the Federal Committee 

22 issued the refund check of $6,000 to the partnership. Id Therefore, we recdrnmend the 

' LHOM has no. other partners and none of the four named individual partners have contributed any funds to 
the Federal Committee other than the contribution at issue. 
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1 Cdmmissidn find nd reasdn td believe that LHOM dr the Federal Cdmmittee vidlated 2 U.S.C 

2 § 441 a(a)( 1) and 11 CF.R. § 110.1 (b) by making dr receiving an excessive cdntributidn. 

3 C. Furidraising Solicitation Violations 

4 On September 22,2011, the Federal Committee hosted a fundraising event. Compl. at.2, 

5 Ex. 2. The invitatien, attached hereto as Attachment 1, was sent as a single-page e-mail 

6 attachment td apprdximately 2,100 recipients; Id. The invitaticnincludesdate, time, and 
Qi 

^ 7 location details about the furidraising event, as well as information about how RSVP dr get 

ST 
ft) 8 additidnal informatidn abdut the event. Id. The invitatidn alsd prdvides spaces fdr the recipient 
Nl 
^ 9 td indicate hew much they wculd like td ccntribute and includes: the statement, "Federal 
ST 

1̂  10 campaign finance laws require that we cbtain the folldwing infdrmatidri" dver blank spaces fpr 

11 the recipient/dcnor to provide his name, occupation, employer, street address, phone, fax, and 

12 email. Id. Under the lines for dondr infdrmatidri are details abdut where td send cdnfributions td 

i 3 the Federal Cdrtimittee and tiie statement, "ALL THE INFORMATION ABOVE IS REQUIRED 

14 BY LAW" (upper case in driginal). Id. Centered at the bdttdm df the invitatidn is the folldwing 

15 disclaimer: 
16 Paid for and Authdrized by Gldria Negrete McLeod for Congress. Contributipns 
i 7 to Gloria Negrete McLeod for Congress will first be applied to the 2012 Primary 
18 Election, then td the 2012 General Election in the 35* Cdngressidnal District. 
19 Ccntributions are ndt tax-deductible for inccme tax purposes. An iridividual may 
20 ccntribute up tc a maximum df $2500 per individual per election. A 
21 Federal/Multi-Candidate PAC may ccntribute a maximum df $5,000 per electicn. 
22 State and Iccal PACs may ccntribute maximum $1,000 (sic). Cdrpdrate 
23 Cdntributidns and cash cannct be accepted. 

24 Id 

25 The Cdmplaint alleges that the invitatidn vidlates the Act in three ways: (1) it has an 

26 inccmplete disclaimer; (2) it dees ndt cdmply with best effdrts td cdllect cdntributdr informatidn; 

27 and (3) it sdlicits impermissible ndn-federal funds. We cdrisider these issues in turn. 
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1 1. Disclaimer 

2 The Cdmplaint alleges that the disclaimer dees ndt comply with the requirements df 

3 11 C.F.R. § 110.11 (c)(2)(ii) because it "ddes ridt clearly iridicate who paid for the 

4 Cdmmunicatidn and the disclaimer is net ccritained in a text bdx set apart frdni Other ccntents df 

5 the Cdmmunicatidn." Cdmpl. at 2. 

6 The folldwing types df ccmmunicaticns require a disclaimer identifying the perscn 

7 paying for tiie corrimUnication: (1) any public communication made by a pblitical committee; (2) 

8 electronic mail of more than 500 substantially similar communications when sent by a political 

9 committee; (3) a pdlitical ccmmittee web site available tc the general public; or (4) any public 

10 Cdmmunicatidn- made by any persdn that ccntains express advdcacy, sdlicits a ccntributidn, di* 

11 qualifies as an "electicneering communication" under 11 C.F.R. § 100.29. 2 U.S.C. § 441d and 

12 II C.F.R. § 110.11(a). The disclairtier niust be *'presented ift a clear and conspicuous manner̂  to 

13 give the reader, observer, or listener adequate notice of the identity of tiie person or political 

14 committee that paid for, and where required, that authorized the communication." 11 C.F.R. 

15 § 110.11 (c). For printed ccmmunicaticns, the disclairiier must ccmply with specifically 

16 enumerated size, type, and fcnt requirements set forth in tiie regulatidns and "must be contained 

17 in a printed bcx set apart frdm the dther cdntents df the cdmmunicatidn." 11 C.F.R. 

18 §ll0.ll(c)(2)(i)-(ii). 

19 Ccntrary td the Cdmplaint's allegatidns, the disclaimer at the bcttdm df the Federal 

20 Cdmmittee's invitatidn is clearly readable, and states that the ccmmunicaticn was "Paid fbr and 

21 Authdrized by Gldria Negrete McLedd for Cdngress." Cdiripl. at Ex. 2. Thus, tiie disclaimer is 

22 clear and ccnspicucus, and prdvides the invitatidn recipient with adequate notice that the Federal 

23 Committee paid for and authorized tiie solicitation. The disclaimer also meets the size, type, and 
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1 font requirements of 11 C.F.R. § 110.11 (c)(2)(i). The disclaimer, however, is not set aside in a 

2 separate text box required for printed Cdmmunications by 11 CF.R. § 110.1 l(c)(2)(ii).̂  

3 Notwithstanding the absence ofthe required bdx̂  because the ether substantive 

4 requirements of Section 110.11 were met, we reccmmend the Commissidn exercise prosecutorial 

5 discreticn and dismiss the allegatidn; that the Federal Cdmniittee yiplated 2 IJ.S;C. § 441 d and 

6 11 C.F.R. § 110.11. See Heckler v. Chaney, 470 U.S. 821 (1985); see A/JO MURs 6270 (Rand 

7 Paul) (dismissing §110.11 vidlatidn Where disclaimer net in text bdx); MUR 6260 (RadkdWski) 

8 (same); MUR 6153 (New Mexicc-Demdcratic Legislative Campaign Cdmmittee.) (same). 

9 2. Best Efforts 

10 The Cdmplaint alleges, withdut elaberation dr suppdrt, that the Federal Cdmmittee's 

11 fundraising invitatidn "failed td ccmply with the 'best efforts' ndtification required by FEC 

12 Regulatieri 104.7(b)." Cdmpl. at 2. 

13 The Act instructs that when the treasurer cf a pdlitical ccmmittee shdws that best efforts 

14 have been used td dbtain the infdrmatibn required by the Act, any repdrt df the ccmmittee is 

15 deemed in ccmpliance with the Act. 2 U.S.C § 432(i). The CcmmissidU regulatidns further 

16 specify that, with regard td dbtaining and repdrtiiig cdntributdr infbrmatidn, the cdmmittee will 

17 be deemed to have exercised best efforts dnly if all written sdlicitatidns cdntain a clear request 

18 fdr the centributdr's full name, mailing address, dccupatidn and name df empldyer, and include 

^ While the solicitation was sent by electronic mail, it is a separate printable attachment that would need to 
be printed out by the recipient in oixler to complete the form with the requested donor information, and thus appears 
to qualify as a "printed communication" for the purpose of disclaimer requirements. Because the solicitation was 
sent as a .pdf attachment to the electronically mailed invitation, rather than as a hyper-link to a page on the Federal 
Committee's website, the solicitation does not fall within the Commission's prior determination that intemet 
webpages do not constitute "printed communications" for the purpose of disclaimer requirements. See Statement of 
Reasons, MUR 5526 (Graf for Congress, et al.) (Comm'rs. Weintraub, Walther, Lenhard, Mason, Toner, and von 
Spakovsky) C'SOR"); MUR 6406 (Lee Terry for Congress, et a/,) (citing the SOR, the Commission unanimously 
found that "Intemet pages" do not constitute 'Sprinted communications"). 
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1 an accurate statement cf federal law regarding the collectidn and repdrting df individual 

2 Cdntributdr identificatidns. 11 C.F.R. § 104.7(b). 

3 Here, the fundraising invitatidn clearly requests the required cdntributdr informatidn. See 

4 Attachment 1. Text near the bcttdm df the invitatidn states that "Federal campaign finance laws 

5 require that we dbtain the folldwing informatidn" and then requests the cdntributdr's name, 

6 dccupatidn, empldyer, address, and dther cdntact informatidn. Further, following the 
fM 
Nl 
qj 7 infdrmatidri request, the sdlicitatidn states tiiat "ALL THE INFORMATION ABOVE IS 
<T 

8 REQUIRED BY LAW."/cf. (upper case in driginal). Thus, we recemmend the Cdriimissidn 
Nl 
ST 
ST 
Q 
Nl 10 3 . Sdlicitation of NonrFederal Funds 

9 find no reason to believe that the Federal Committee violated 11 C.F.R. § 104.7(b). 

11 The Complairiant afsb alleges that because the invitation iricludes in its disclaimer the 

12 statement that "State and local PACs may contribute maximum $1,000" the disclaimer violates 

13 11 C.F.R. § 300.61. This Commission regulation prohibits federal candidates from soliciting 

14 funds from prohibited soiirces in coimection with a federal election." Compl. at 3. Complairiant 

15 notes that some state and Ideal PACs are ndt federal political ccrrimittees and cduld therefdre 

16 contribute funds tc the Federal Committee from prohibited sources.̂  Compl. at 3. 

17 The Act provides that a candidate shall not "solicit, receive br spend funds" in connection 

18 with an election for federal office unless the funds are subject to the limitations, prohibitions, and 

19 reporting requirements df tiie Act. 2 U.S.C. § 44Ii(e);; jee &lso 2 U.S.C. §§ 441a(f), 441a(a)(l) 

20 (prdhibiting Cdntributidns in excess df $2,500 per electidn from an individual or partriership). 

' The relevant portion of the disclaimer reads in full: " A Federal/Multi-Cand idate PAC may contribute a 
maximum of $5,000 per election.. State and local PACs may contribute maximum $1,000. Corporate :contributipns 
and cash cannot be accepted." Attachment 1. 

' See, e.g., http://www.fppc.ca.gov/bulletin/007-Dec-;20i2StateContributionLimitsChart.pdf (chart listing 
Califomia contribution limits, including from "business entities," and in amounts in excess of the Act's limitations). 
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1 2 U.S.C. § § 44 lb, 441 e (prohibiting funds from corporations, unidris, and fdreign; nationals); 

2 11 CF.R. §300.61. 

3 Respdndents deny any intent td sdlicit frdm State and Ideal PACs Cdntributidns that dd 

4 ndt Cdmply with the Act's prchibitidns, ccntributidn limits and repdrting requirements. The 

5 Respdnse explains, "Respdndents were and are aware tiiat state and Ideal cdmmittees may dnly 

6 make contributidns to federal candidate cdmmittees from federally permissible funds." Resp. at 

7 5. The Response further asserts, "Respondents are riot aware of any FEC regulation that requires 

8 them to explain to pdtential ddnors the law regarding donors' compliance with federal 

9 registration and reporting rules." Id. Respondents' intent, however, is not dispositive. 

10 The invitatidn clearly sdlicits funds, see 11 CF.R. § 300.2(ni) (definmg "tc sdlicit").-

11 This includes the unqualified sclicitatibn df funds frdm "state and Ideal PACS" - entities that 

12 might themselves be prdhibited sdurces. If auy cf Uie state and Ideal PACs were incorporated, 

13 the inclusidn of the disclaimer statement specifying that the Federal Comniittee was soliciting 

14 only federally pennissibie funds {e.g. , tiie invitation's sentence that "[c]orporate contributidns.. 

15 . cannct be accepted") wculd ndt cure the prdhibited sdlicitatidn. See, e.g., MUR 6268 (Alan 

16 Graysdn) (ndting that a disclaimer cannct cure an dtherwise prdhibited Sdlicitatidn of "$500 per 

17 ... Cdrpdrate entity" and finding reasdn to believe a ccmmittee vidlated secticn 44ii(e)). 

18 Ndtwitiistanding the fact that the Federal Ccmmittee solicited ncn-federal funds frem 

19 ndn-federal committees, a review of the Federal Committee's disclosure repdrts indicates that the 

20 Federal Cdmmittee in fact received nd cdntributidns frdm state and local PACs as a result of the 

Commission regulations exempt from the corporate restrictions ofthe Act and Commission regulations 
those organizations that are incorporated for liability purposes only and are "poiiticai committees" under the Act and 
Commission regulations. See 11 C.F.R. § 114.12. In the invitation here, the solicitation of funds from "state and 
local PACs" was expressly distinguished from the solicitation of funds: from federal poiiticai committees.: See 
Attachment 1. Some of these entities may be incorporated. We do not, however̂  know to which entitles this 
solicitation was sent. 
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1 Sdlicitatidn. In fact, the Federal Cdmmittee has ndt reported receiving any mdney frdrii any ndn-

2 federal PACs for the 2012 electidn cycle. Under these circumstances, we recbnimend the 

3 Cdmmissidn exercise its: prdsecutcrial discreticn and dismiss allegatidns that McLeod and the 

4 Federal Ccmmittee vidlated 2 U.Ŝ C § 441i(e)(l)(A) and U C.F.R. § 300.61 because 

5 investigatidn df this matter ddes ndt warrant further use df Cdmmissidn resdurces. See Heckler 

6 V. Chaney, 470 U.S. 821 (1985). We further reccmmend the Ccmmission caution McLecd and 

7 the Federal Cdmmittee with respect td their sdlicitatidns in the future. 

8 D. Disbursement of Nonr-Federal Funds to State and Local Candidates 

9 After McLecd became a federal candidate, the State Ccmmittee made nine cdntributidns 

10 tdtaling $15,800 td California state and Ideal candidates and pdlitical Cdmiriittees ranging in 

11 amounts from $100 to $3,900.'' Resp. at 4, Ex. B. The Complaint alleges tiiat tiiese 

12 contributions were made in violation of 11 C.F.R. J 300.62. Compl. at 2-3. According to tiie 

13 Response, the State Committee made the contributioris with funds that complied with the Act's 

14 contributions limits and source prohibitions. Resp. at 4, Ex. B. 

15 The Act and Commission regulations allow a federal candidate, a candidate's agent, and 

16 entities established, financed, maintained, or contrblled by them to direct, transfer, spend, or 

17 disburse funds in coimection with a non-Federal election "pnly in amounts and from sources that 

18 are consistent vdth State law, and that do riot exceed the Act's contribution limits dr come from 

19 prdhibited sources under the Act.'̂  11 C.F.R. § 300.62; 2 U.S.C § 44li(e)(l)(B). These 

20 provisions apply td a state campaign cdmmittee that was established, financed, maintained, dr 

21 ccntrdlled by an individual who is now a federal candidate. See Advisory Opinion 2007-26 

22 (Schock). Such a sta;te committee may use a reasonable accounting riiCthod to determine which 

*' Respondents contend that the $18,000 in contributions alleged.:in the complaint is incorrect because it 
includes contributions made by the State Committee before McLeod declared her federal candidacy on September 6, 
2011. Resp. at 4. 
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1 of its funds are federally permissible when making contributidns to other state ccnmiittees, 

2 prdvided such ddriatidris are consistent with state law. Id. 

3 Respdndents prdvide charts that they ccntend demenstrate that usirig either the "First 

4 In/First Out" (FIFO) accduntirig metiidd dr the "Last In/First Qut" (LIFO) acccuriting metiicd, 

5 the State Cdmmittee had mdre than $15,800 in federally permissible funds in its acccunt when it 

6 made the cdntributidns td state and Iccal candidates and ccmmittees. Id. at Ex. B. Respcriderits' 

7 charts alsd include lists cf the ccntributdrs frdm whdm these funds were derived; sdme df these 

8̂  ccntributdrs are listed as individuals, while dthers are listed as federal pdlitical ccmmittees, 

9 "small Cdntributdr" state PACs, dr state PACs that themselves received cdntributidris frbm drily 

10 individuals.'^ Id. 

11 Althdugh it appears- that the State Conimittee's cOntribUtidriS were within the cdntributidn 

12 limits set forth in §441 a(a)( 1), the State Cdmmittee ddes ndt appear td have sufficierit fiinds frem 

13 Sdurces that are net prohibited under the Act with which to make those contributions. Some cf 

14 the funds the State Cdmmittee characterizes as frem federally permissible sdurces appear to be 

15 frdm prdhibited sdurces. A ccmparisdn of the entities listed in the LIFO/FIFO charts provided in 

16 the Response against corporation records maintained by the California. Secretary of State 

17 indicates that at least some of the "small contributor" state PACs from which the State 

18 Committee receiyed contributidns are inccrpdrated for liability purpdses. Resp. at Ex. B. 

19 Althdugh the Cdmmissidn's regulatidns prdvide an exception td the Act's generjEd 

20 prdhibitidn dn cdrpdrate contributidns fdr registered federal committees that are incorporated for 

Respondents explain that a "small contributor" state PAC may only accept contributions from individuals 
who may contribute no more than $200 per calendar year, and that such committee makes contributions to at least 
five candidates every six months. Resp. at 3, n. 2 (citing Cd\. Gov. Code § 85203; 2 Cal. Code Reg. § 18503). 

See httb://kepler.sos.ca.pov/. We do not know the corporate: status of each of the entities listed by 
Respondents. 
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1 liability purpdses, see 11 C.F.R. § 114.12, that excepticn ddes ndt extend to incdipdrated state 

2 pdlitical entities. Therefore, for tiie purposes df 2 U.S.C. § 44li, the cdntributidns the State 

3 Cdmmittee received frem at least seme of these state PACs may be regarded as havirig ccme 

4 frdm prdhibited sdurces. 

5 Ndnetheless, we reccmmend the Cdmmissidn exercise its prdsecutcrial discreticn and 

^ 6 dismiss allegatidns that McLedd and the State Cdmmittee vidlated 2 U;S.C § 44ii(e)(l)(B) and 
Nl 
Q 7 11 C.F.R. § 300.62 in cdrmectidn with cdntributidns made by the State Cdnunittee td state 

1̂  8 candidates and ccmmittees; because of the small amcunt in violatibn, investigation df this matter 
ST 
<sj 9 ddes ndt Warrant further use df Cdmmissidn resdurces. See Heckler v. Chaney, 470 U.S. 821 
CD 
f*̂  10 (1985). We further rCecriimend the Cenuriissidn cauticn McLecd and the State Ccnimittee with 

11 respect td their disbursements df ndn-federal funds, 
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1 (1) 
2 
3 
4 
5 

6 
7 
8 

9 (3) 
10 
11 

12 (4) 
13 
14 

15 
16 

(5) 

17 
18 

19 (6) 
20 
21 
22 

23 (7) 
24 
25 
26 
27 

28 
P̂ 

(8) 

30 
"X \ 
J1 

32 
33 

34 (9) 

35 (10) 

36 (11) 

Find reason to believe that Gloria Negrete McLeod, Gloria Negrete McLeod 
for Senate 2010, Gloria Negrete McLeod for Supervisor 2014, and (jloria 
Negrete McLeod for Congress and Gilbert McLeod in his: official capacity as 
treasurer violated 2 U.S.C § 441i(B)(.l)(A) and 11 C.F.R. §§ 110.3.(d) by using 
non̂ federal funds td pay foi* pdlling and survey research fdr a federal electiori; 

Find reascn td believe that Gloria Negrete M;cLedd for Cdngress and .Gilbert 
McLeod Ui his official capacity as treasurer violated 2 U.S;.€. § 434(b) and 
11 C.F.R. § 100«72(a) by failing to repdrt an in?kind contributidn; 

Find nd reasdn td believe that Lang, Hansen, O'Malley & Millei: vidlated 
2 U.S.C. § 44la(a)(l) and 11 CF.R. § 110.1(b) by making an excessive 
ccntributidn; 

Find nc reasdn td believe that Gldria Negrete McLecd fcr Congress and 
Gilbert McLeod iri his official capacity as treasurer violated 2 U.:S.C. 
§ 441a(a)(l) and 11 C.F.R. § 110.1(b) by receiving an excessive contribution; 

Dismiss allegations that Gloria Negrete McLeod for Congress and Gilbert 
McLeod in his official capacity as freasurer violated 2 U.S:C. § 441d and 
11 C.F.R. § 110.11 by failirig to include the proper disclaimer on a.fimdraising 
solicitation; 

Find no reason to believe that Gloria Negrete McLeod for Congress and 
Gilbert McLeod iri his official capacity as treasurer viblafed 11 CF̂ R. 
§ 104.7(b) failing to use "best efforts" to collect contributor information in a 
fundraising. solicitation; 

Dismiss allegatioris that Gldria Negrete McLeod or GloriaNegrete McLeod 
for Cdn̂ ess arid Gilbert McLedd in hiS'dfficial capacity as treasurer vidlated 
2 U.S.C § 441i(e)(l)(A) and 11 C.F.R. § 300.61 and cauticn these 
respondents with respect tc their solicitations in order to avoid the sdlicitatidn 
df prdhibited funds; 

Dismiss allegatidns that Gldria Negrete McLecd, GloriaNegrete McLeod for 
Congress arid Gilbert McLecd in his dfficial capacity as treasurer, cr̂  Gloria 
Negrete McLecd fbr Senate 2010 vidlated 2 U.S.C. § 441i(e)(l)(B) arid 11 
C.F.R. § 300.62 by disbursing npn-federal funds to state arid local carididates 
and caution these respcndents witii respect to their, disbursements df ndn-
federal funds; 

Approve the attached Factual and Legal Analyses; 

Authorize conciliation prior to a finding of probable cause to believe; 
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(12) Approve the appropriate letters. 

BY: 
Date 

Anthoriy Hennan 
General CdUnsel 

21: 
Kathleen Guith 
Deputy Associate General Ccunsel 

for Enforcement 

Mark Shorikwiler 
Assistant General Cburisel 

Csufriilla Ja 
Attorney 

Attachments: 

1. Federal Committee Invitation and Solicitation 



Please Join 

Senator Gloria Negrete McLeod 
facher 

Birthday Mixer 
Thunday, Septemib̂  22^ 

6K)0p.in.-8:30 p-m. 
P 

SliUi Street Center 
CP SkyRbQiri,4*Fk)or 
^ 1131 West Sfacth Street 
^ OutaricCA 91762 
Nl 

^ $99 per person $500Sî Bporter $l500Co'SpoHsor V500Sponsor 

^ To RSVP or fisr more iofsnnatioacan Manuel J.CBTriUo at 
^ ! or iBOMUl 

( ) Veil I will attend Enclosed is. 
() I cannot attend*butplaaseaocqitaGontritotUmofSiOO $500 

$1,000 Otfier 

Federal GampaiBafinBOce laws lequtie tibat we obtain the Mowing infimnation: 

Name Oocopaliaii Employer 

Addms CiQ!/S(ateCZiii 

Phcxie EMiU 

Please make chedcs payable fci: 
GUnia Negrete McLeod Ibr CongrBSB 

MaU to: . Ghino. CA 91710 

A l l l W ABOVE mroRMATTONIBRBQ^ 
PiM fbr and AiUhoffaad by Olnk Ikgnte MoLwd OrGbapol: Gd«iribttiian.tarGl«li.N^^ Mci4^ Cttij«tB'Will lint be:wpM.to 
Ihe 2012 Mimfy BbeMoo. Ihn to fti .2012 Gnml BiMiln in'ihs 
luinipaniL AnlMiiMiBdiHgraoMifaMi nm 
mxIniHiii ofSSjObp |ar.dniiqn. SM ud Iboil PACb nay wwbBn nudqnm.Si jOOO, QofpinMB oariribHilMi •nd.aiiril'otinbr bii Moepisd. 

HoiM ooinpulBr0nBnM 
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